COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF NORTHERN KENTUCKY )
WATER DISTRICT FOR APPROVAL OF ) CASE NO. 2011-00128
THE TAYLOR MILL TREATMENT )
PLANT ADVANCED TREATMENT FACILITY, )
AND ISSUANCE OF A CERTIFICATE OF )

)

CONVENIENCE AND NECESSITY

APPLICATION FOR APPROVAL OF CONSTRUCTION

Northern Kentucky Water District (NKWD), by counsel, petitions for an order
approving the new construction to the Taylor Mill Treatment Plant pursuant to KRS
278.020. This is the third phase of construction at the District’'s treatment plants. The
other portions of these projects were approved in Case Nos. 2010-00038 and 2010-
00093. Northern requests that the records in those cases be incorporated by reference
and that the documents supporting the need for and the benefits of the treatment plant
upgrade and the treatment method be relied on as support for this project pursuant to 807
KAR 5:001(50(5).

In support of the application, the following information is provided:

1. NKWD's office address is 2835 Crescent Spring Rd., Erlanger, KY 41018-0640.
Its principal officers are listed in its current Annual Report on page 6, which is filed with the
Commission as are its prior years Reports;

2. NKWD is a non-profit water district organized under Chapter 74 and has no
separate articles of incorporation;

3. A description of NKWD's water system and its property stated at original cost by
accounts is contained in its Annual Report, which is attached as Exhibit E.

4. NKWD serves retail customers in Kenton, Boone and Campbell Counties and



sells water at wholesale to non-affiliated water distribution systems in Kenton, Boone,
Pendleton and Campbell Counties.

5. NKWD proposes to construct new facilities at the existing treatment plant as
described in Exhibit A. The project involves the construction of a new concrete and
masonry brick building, which will house the preliminary treatment building on one side
and the granular activated carbon building on the other. The treatment building will contain
a rapid mix basin, four flocculation basins and two sedimentation basins with plate settlers
and residuals collection system. The GAC building will house 14 granular activated
carbon pressure vessels plus a smaller pump for backwashing the pressure vessels and
the relocation of two existing medium pressure ultraviolet disinfection reactors. The GAC
Feed Pump Station will have three vertical turbine pumps with electrical gear for two diesel
driven standby power generators located adjacent to the GAC Feed Pump Station that will
operate the entire treatment plant in a power loss and ancillary facilities such as a
relocated operator’s laboratory, control through the existing SCADA system, mechanical
HVAC and plumbing systems, and electrical systems.

Two paper copies of the Maps, Plans and Specifications are provided as a
separate bound document. The estimated cost is $35,000,000.00. The District proposes
to finance the project with $1,833,000 from the 2009 BAN. The remaining $33,167,000
will be taken from future BANS.

6. The construction is in the public interest and is required to allow NKWD to
continue to provide adequate service to its customers. The project, its cost, need and
other details are contained in Exhibit A.

7. The total financing will be approximately $35,000,000.00. See Exhibits C and D.
The District has received all approvals from the DOW for the Plans and Specifications and
funding for these improvements.

8. Easements and rights of way are not required, see Exhibit B.

9. This service will not compete with any other utility in the area.



10. The proposed construction project identified in Exhibit A is scheduled to begin
construction upon PSC approval and substantially completed in 24 months or 31 months
(to be selected after bid opening) with an additional two months to final completion. Board
approval of the final bids for the project has not been finalized. The resolution approving
the bids will be filed as a supplement to Exhibit C. Bid information will be filed when
available as a supplement to Exhibit C. Bids are expected to be opened on May 3, 2011.
Because of the mandatory deadline to have the facilities on line, NKWD requests
expedited review and approval of this application to assure that the project is
completed on time. The District requests a deviation from the filing of the final
engineering report, final financial information, bids, bid tabulations and Board
approval of the bids pursuant to 807 KAR 5:001(14). The information will be filed as
soon as available.

The following is the anticipated schedule:

March 24, 2011; First bid advertisement

April 14, 2011; Second bid advertisement

April 15, 2011; Application filed

April 19, 2011; Pre-bid meeting

May 3, 2011; Bid Opening

May 19, 2011; Bids submitted NKWD Commissioners

May 24, 2011; Complete submission of exhibits and application
July 24, 2011; Date PSC order required

August 31, 2011; Bid expiration date (120 days)

11. No new franchises are required. A copy of the DOW letter approving the Plans
and Specifications for the proposed improvements is attached as Exhibit B.

12. Construction descriptions are in Exhibit A and Bid Documents. Facts relied on
to justify the public need are included in the project descriptions in Exhibit A.

13. Maps of the area showing location of the proposed facilities are in Exhibit A.

14. The construction costs will be funded by approximately $35M of BANS.

15. Estimated operating costs for operation and maintenance, depreciation and

debt service after construction are shown in Exhibit D.



16. A description of the facilities and operation of the system are in Exhibit A.

17. A full description of the route, location of the project, description of construction
and related information is in Exhibit A.

18. The start date for construction is October, 2011 with a proposed in-service date
of May, 2014. The total estimated cost of construction at completion is referenced in
Exhibits A, B and D.

19. CWIP at end of test year is listed in Exhibit E.

20. Plant retirements are listed in Exhibit B and E. No salvage values are included
as booked.

21. The use of the funds and need for the facilities is justified based on a the
engineering report included as Exhibit A

22. No rate adjustment for this project is being proposed in this application.

23. The following information is provided in response to 807 KAR 5:001 (8):

a. Articles of Incorporation — None. NKWD is a statutorily created water
district under KRS Chapter 74;

24. The following information is supplied pursuant to 807 KAR 5:001(9):

a. Facts relied upon to show that the application is in the public interest: See
Exhibit A.
25. The following information is provided as required by 807 KAR 5:001 (11):

a. A general description of the property is contained in the Annual Report,

Exhibit E.

b. No stock is to be issued; No bonds are to be issued in this case;

c. There is no refunding or refinancing;

d. The proceeds of the financing are to construct the property described in
Exhibit A

e. The par value, expenses, use of proceeds, interest rates and other

information is not applicable because no bonds are being issued at this time.



26. The following exhibits are provided pursuant to 807 KAR 5:001 (11)(2):
a. There are no trust deeds. All notes, indebtedness and mortgages are
included in Exhibits E and F.
b. Property is to be constructed is described in Exhibit A.
27. The following information is provided pursuant to 807 KAR 5:001(6):
a. No stock is authorized.
b. No stock is issued.
c. There are no stock preferences.
d. Mortgages are listed in Exhibit F.
e. Bonds are listed in Exhibit F.
f. Notes are listed in Exhibit F.
g. Other indebtedness is listed in Exhibit F.
h. No dividends have been paid.
i. Current balance sheet, income statement and debt schedule are attached
as Exhibits F and G.
28. USOA plant accounts are included in Exhibit D.
29. Depreciation cost, cost of operation after installation and debt service are
in Exhibit D.
For these reasons, the District requests issuance of an order granting authority to

construct the facilities and for any other authorization that may be necessary.

SUBMITTED BY:

Mﬁ-/\ﬁ?ﬂ#

John N. Hughes
124 W. Todd St.
Frankfort, KY 40601

Attorney for Northern
Kentucky Water District



Affidavit of Jack Bragg — Exhibit B

Section 8(1)

Section 8(2)

Section 8(3)

Section 9(2)

Full name and post office address of applicant and a
reference to the particular provision of law requiring
Commission approval.

The original and 10 copies of the application with an
additional copy for any party named therein as an
interested party.

If applicant is a corporation, a certified copy of the
Articles of Incorporation and all amendments thereto
or if the articles were filed with the PSC in a prior
proceeding, a reference to the style and case
number of the prior proceeding.

1. The facts relied upon to show that the proposed
new construction is or will be required by
public convenience or necessity.

2. Copies of franchises or permits, if any, from the
proper public authority for the proposed new
construction or extension, if not previously
filed with the commission.

3. A full description of the proposed location, route,
or routes of the new construction or
extension, including a description of the
manner in which same will be constructed,
and also the names of all public utilities,
corporations, or persons with whom the
proposed new construction or extension is
likely to compete.

4. Three (3) maps to suitable scale (preferably not
more than two (2) miles per inch) showing the
location or route of the proposed new
construction or extension, as well as the
location to scale of any like facilities owned by
others located anywhere within the map
area with adequate identification as to the
ownership of such other facilities.

Application

yes

n/a

Exhibit A

Exhibit B

Exhibit A

Exhibit A




KRS 322.340

Section 8(1)

Section 8(2)

Section 8(3)

KRS 278.300(2)

807 KAR 5:001:
Section 11(1)(a)

Section 11(1)(b)

5. The manner, in detail, in which it is proposed to
finance the new construction or extension.

Exhibits
A D

6. An estimated cost of operation after the proposed
facilities are completed.

Exhibit D

Engineering plans, specifications, plats and report
for the proposed construction. The engineering
documents prepared by a registered engineer,
requires that they be signed, sealed, and dated by
an engineer registered in Kentucky.

Exhibit A

Full name and post office address of applicant and a
reference to the particular provision of law requiring
Commission approval.

The original and 10 copies of the application with an
additional copy for any party named therein as an
interested party.

If applicant is a corporation, a certified copy of the
Articles of Incorporation and all amendments thereto or
if the articles were filed with the PSC in a prior
proceeding, a reference to the style and case number of
the prior proceeding.

Every financing application shall be made under oath,
and shall be signed and filed on behalf of the utility by its
president, or by a vice president, auditor, comptroller or
other executive officer having knowledge of the matters
set forth and duly designated by the utility.

Description of applicant's property.

Statement of original cost of applicant's property and the
cost to the applicant,

if different.

If stock is to be issued: and kinds to be issued.
--Description of amount and kinds to be issued.

--If preferred stock, a description of the preferences.

Application

yes

n/a

Application

Exhibit E

none

none




If Bonds or Notes or Other Indebtedness is proposed: Exhibits
E,F
--Description of the amount(s)

--Full description of all terms

--Interest rates(s)

--Whether the debt is to be secured and if so a
description of how it's
secured.

Section 11(1)(c) Statement of how proceeds are to be used. Should | Exhibit A
show amounts for each type of use (i.e., property, debt
refunding, etc.)

807 KAR 5:001:

Section 11(1)(d) If proceeds are for property acquisition, give a full | n/a
description thereof. Supply any contracts.

Section 11(1)(e) If proceeds are to refund outstanding obligations, give: n/a

--Par value

--Amount for which actually sold

--Expenses and application of proceeds

--Date of obligations

--Total amount

--Time held

--Interest rate

--Payee

Section 11(2)(a) Financial Exhibit (see below)

Section 11(2)(b) Copies of all trust deeds or mortgages. If previously | Exhibit E
filed, state case number.

Section 11(2)(c) If Property to be acquired: Exhibit A

--Maps and plans of property.

Section 11(2)(c) --Detailed estimates by USOA account number. Exhibit D

ALL INFORMATION BELOW IN SECTIONS 6(1) THROUGH 6(9) SHOULD COVER




THE PERIOD ENDING NOT MORE THAN 90 DAYS PRIOR TO DATE ON WHICH
APPLICATION WAS FILED:

807 KAR 5:001

Section 6(1) Amount and types of stock authorized. None
Section 6(2) Amount and types of stock issued and outstanding. None
Section 6(3) Detail of preference terms of preferred stock. None
Section 6(4) Mortgages: Exhibit
E,F

--Date of Execution

--Name of Mortgagor

--Name of Mortgagee or Trustee

--Amount of Indebtedness Secured

--Sinking Fund Provisions

Section 6(5) Bonds Exhibit
E.F

--Amount Authorized

--Amount Issued

--Name of Utility Who Issued

--Description of Each Class Issued

--Date of Issue

--Date of Maturity

--How Secured

--Interest Paid in Last Fiscal Year

Section 6(6) Notes Outstanding: Exhibit
E,F

--Date of Issue

--Amount

--Maturity Date




Section 6(7)

Section 6(8)

Section 6(9)

--Rate of Interest

--In Whose Favor

--Interest Paid in Last Fiscal Year

Other Indebtedness:

--Description of Each Class
--How Secured
--Description of Any Assumption of Indebtedness by
Outside Party
(i.e., any transfer)
--Interest Paid in Last Fiscal Yr.
Rate and amount of dividends paid during the five (5)
previous fiscal years and the amount of capital stock on

which dividends were paid each year.

Detailed income statement and balance sheet.

none

None

Exhibits F
G




